Can Information Systems Save U.S. Steel?


1.
Summarize U.S. Steel's current competitive situation.

Despite its innovative information systems and significant investments in information technology, U.S. Steel still faces stiff competition.  Several issues facing USS include economies of scale, producing higher-grade steel, significant losses due to a recession and low prices, and an industry that produces more steel than the world consumes.  One of the key problems that USS has is its location.  As the case mentions, USS spends $240 to produce a ton of steel, and half of that cost is spent on purchasing and shipping raw materials.  In contrast, one of its major competitors, South Korea's POSCO, incurs $175-$180 per ton, is located on the Pacific coastline, has very modern facilities, and uses the Internet for the company's activities.


2.
How are information systems related to the way U.S. Steel runs its business?  What role is played by supply chain management systems?  How do these systems provide value for USS?

Currently, USS's continuous flow manufacturing system is a crucial component of its business.  As mentioned in the case, USS manages its entire supply chain via a single integrated system.  The continuous flow manufacturing system facilitates order entry by customers, credit authorization, automatic order generation, order tracking, product configuration, order fulfillment, order delivery, and demand forecasting.  The supply chain management system allows the customer to enter his order via the Web, specifying product limitations and capabilities.  Once the order is entered and customer credit is approved, an accurate price quote is quickly delivered back to the customer.  The order tracking system triggers each step in the ordering process, ASNs, and deliveries.  The product configuration system uses complex business rules and procedures to determine the right mix of product specifications and prices.  


3.
What management, organization, and technology factors were responsible for USS's inability to compete with other steel manufacturers?

In 1996, USS faced several management challenges.  USS needed to drastically improve its notification system, accurately monitor and track orders, lower production costs (cost of steel and number of hours per person), lower inventory costs, and reduce the size of its inventory.  USS needed to make a profit, increase its share of the higher-grade steel market, and centralize the management of its various businesses and factories.  The exchange of information between the plants, processors, customers (such as Ford), and USS management was inflexible, error-prone, and cumbersome.  Technology factors include incompatible technology, manual order taking methods, a dialup system, different tracking and ordering systems for each processor, different inventory codes, the necessity to translate processing data into USS's own system, and the delay and delivery of advanced shipping notices (ASNs).

4.
Describe how USS has responded to its global and American competition.

USS has gone from having a poor performance track record to being a vanguard in the industry.  After Ford threatened to drop USS as one of its suppliers, USS completely reengineered its supply chain management.  Its new continuous flow manufacturing system now manages USS's supply chain through a single integrated system.  USS's innovative use of information technology enabled the company to become very efficient.  However, other factors, such as labor costs, production costs, being a higher-grade steel producer, its location, and economies of scale are just a few reasons why the company still has trouble competing in a global market.  To help alleviate some of its problems, USS wants to combine with Bethlehem Steel, National Steel, and possibly Weirton Steel.  However, these companies appear to be opposed to the merger.  Additionally, to remain competitive and to generate additional revenue, USS uses its subsidiary, UEC Technologies, to sell its technology and services.  


5.
How helpful were information systems in addressing USS problems?

The information systems were very helpful in addressing USS problems.  The information systems have sped up credit authorization, provided more accurate ASNs and orders, handled processor messages in less time, provided management with the ability to know where supplies are and how the processing is proceeding, reduced order revisions by two-thirds, aggregated orders, reduced waste, and helped reduced inventory.  Although the information systems enabled USS to operate more efficiently and have made the company a vanguard in the industry, USS still faces stiff competition.


6.
Evaluate the decision by USS to sell its software to other companies.  Could it help or hinder USS?  Explain your answer.

The sale of USS's information technology and software to other companies is an additional source of revenue for the company.  With an eye to the competition, USS sells systems that are one-generation behind the technology that it uses.  Because the company is facing stiff competition, it needs to generate revenue and profits for the company.  Since USS sells software that is one generation behind, it can still maintain a competitive edge with the development of new software innovations.  Since several smaller companies now use Straightline Source, USS has enticed these companies away from service centers.  Because a company is likely to make a substantial investment in the software and related technology, that company will probably give due consideration before it switches to a new technology.  Therefore, USS can "lock-in" its customers with the software.   

